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IN REPLY REFER TO:

St. George
Mr. James W. Smith

Coordinator of Mined Land Development
4241 State Office Building

Salt Lake City, UT 84114

Re: Silver Reef Mine ACT/053/002
Washington County, Utah

Dear Mr. Smith:

Our client, 5M Incorporated, has asked us to respond to
your most recent letter as well as your correspondence dated
September 16, 1983.

Specifically, 5M takes exception to the excessive amount
of the bond presently demanded. This has been an apparent source
of dispute since 5M first submitted its Notice of Intention to
Commence Mining Operations back in 1978. We are also concerned
about the degree of requlation which is being asserted over our
client's use of its own private patented mining claims and have
some doubts as to whether the Mined Land reclamation Act is
within constitutional limits in this regard.

Although we are contemplating the appropriate measures,
we would at present endeavor to propose a possible solution to
the problem of the bond requirement as follows: In reviewing the
documentation between the State and 5M, it appears as though the
$84,375.00 is to cover the development of the initial 75 acres of
the project. Initially 5M contemplated reclamation of areas
subjected to open pit mining techniques on a periodic basis,
rather than based upon the amount of area subjected to
excavation. 5M, however, would be willing to enter into a
written stipulation in which it would implement its reclamation
plan on a "reclaim-as-you-go" basis, or, in effect, never a}lgw
more than 10 acres of surface to be subjected to open pit mining
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operations at any one time. 5M would thus be required to reclaim
any disturbed surface areas prior to moving into other areas once
its open pit operation was 10 acres in size. Any expansion
beyond 10 acres without reclamation would subject 5M to
forfeiture of its bond and violation of the Mined Land
Reclamation Act.

This proposal would have two benefits: (1) 5M, in its
present limited financial situation would be able to meet the
surety requirements of the Mined Land Reclamation Act, and (2)
Reclamation would occur on an ongoing basis rather than at the
end of the operation when the operator may not be overly
attentive to the need and the bond may be insufficient to cover
the job. This would insure the objectives of 40-8-12.

5M has put substantial amounts of money into the mine to
bring it back on line. It would be extremely difficult for our
client to post an additional $84,375.00 cash as a surety bond.
The mine has the potential of being a major employer in the
Washington County area it if can just get through the preliminary
stages of operation, thus, the reclaim-as-you-go proposal would
seem to make sense inasmuch as it would protect the interests of
all parties involved.

As far as the form of the surety is concerned, 5M would
be willing to give a Trust Deed to the State on valuable real
estate properties to secure performance. The land which 5M
presently has in mind for this purpose is valued at not less than
$1,000.00 per acre, and 5M would be willing to secure the 10 acre
"reclaim-as-you-go" plan with 20 acres of real estate. 5M,
however, would need to reserve the option to replace the Trust
Deed with a cash bond in the future at such point that it desired
to move forward with development of the real estate. At such
time the ten acre "reclaim-as-you-go" restriction would be
relaxed.

At present 5M has not yet exceeded the two acre
exception from the Mined Land Reclamation Act set forth in 40-8-4
(6). It does, however, in the near future, intend to move
forward with mining operations which will exceed the
limit.Accordingly, the above proposal is made in order to resolve
the concerns expressed in your most recent correspondence and to
allow 5M to pursue its intended plan of operation without further
regulatory problems. In the event you feel that our proposal is
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unreasonable, we would appreciate the opportunity to discuss the
matter with you before it becomes necessary for the parties to
resort to litigation.

Awaiting your response, I am
Respectfully,

JONES, WALDO, HOLBROOK & McDONOUGH

/,,,;\%/;/u
Tixiothy B. /Anderson

TBA706:3jd1

cc: Jerry Glazier
W. Robert Wright
Calvin L. Rampton




